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(SOQUIP) 


President's 
Statement 


After some controversy these past 

few years, a consensus of opinion 
developed early in 1977 amongst most 
observers of world petroleum economics 
on the high probability that a shortfall 
of crude oil supply could occur in the 
coming decade if rigorous energy 
conservation practices were not 
applied on a world scale in order to 
reduce the rate of growth of demand 
for this form of energy. 


During SOQUIP’s 1976-77 fiscal year its 
shareholder, the Québec Govern- 

ment, has decided to create an Energy 
Department. It has held a Parliamen- 
tary Commission on Energy at which 
companies and groups related to the 
energy sector had the opportunity to 
express their views, and it has 
committed to publish a White Paper on 
Energy in the fall. 


The main thrusts of the new energy 
policy in response to the crucial issue 
of long-term energy supply have been 
announced: energy conservation, 
development of hydroelectricity, trans- 
fer from petroleum products to natural 
gas. 


At atime when in all countries a 
growing share of the industrial and 
commercial operations required for 
the pursuit of governmental goals in the 
energy sector is delegated to State 
Enterprises, it is timely to explain the 
nature of these hybrid organizations. 


As its name implies, the Crown Corpora- 
tion is bound both by the rules of the 
game of the private economic sector 
and by those of the public administra- 
tive sector. This dichotomy results from 
the Government’s need of a more 
appropriate instrument than would be 
an administrative unit such as a 

ministry to carry out operations of an 
industrial and commercial nature in 

the marketplace. It carries the contradic- 
tion between the goal of financial 
profitability and of the “public profitabi- 
lity” inherent to Crown Corpora- 

tions. 


The assets of Québec’s twenty-one 
Crown Corporations represent an invest- 
ment of 12.5 billion dollars. The 
principal issue of Crown Corporation 
management is centered on the 

search of compromises permitting the 
concurrent optimization of the finan- 

Cial profitability and of the “public 
profitability” of these enormous public 
investments. 


A Crown Corporation whose deci- 
sion-making process would consider 
only the goal of optimizing its own 
corporate profitability without taking 
into account the “public profitability” 

of its operations would not fulfill its role 
of being the instrument of the collective 
will and therefore would not justify the 
tax-payers’ investments required to 
create and maintain it. A close 
coordination of the goals sought by 

the shareholder-Government and those 
generated by the Crown Corpora- 

tion is required to avoid the latter from 
pursuing its sole corporate interest as 
would a private enterprise. 


The opposite excess of using a 
financially responsible Crown Corpora- 
tion for public interest goals in a 
manner that would not take into 
account its financial profitability 

would threaten it with chronic deficits. 
This would destroy its entrepreneurship 
and in certain cases could create a 
serious perturbation of the delicate 
natural market equilibrium on which 
depends the health of the private 
enterprise sector. This pitfall can be 
avoided by identifying those opera- 
tions which are principally motivated by 
the public interest and in some extreme 
cases considering the Crown Corpora- 
tion as an agent or contractor, paid on 
anormal commercial basis by that 
governmental authority responsible 

for the decision to have a Crown 
Corporation carry out an operation 
warranted only on the basis of its 
“public profitability”. 

Such beforehand coordination of objec- 
tives and strategies and such a finan- 
cial adjustment for operations justified 
by the public interest rather than by 

the profit motive followed by an after 
the fact verification of the proper 
execution of assigned objectives can 
provide the shareholder-Government 
with effective control of its Crown 
Corporations without reducing the 
internal management autonomy essen- 
tial to their efficiency and dynamism. 


SOQUIP is bound by this double 
reality of Crown Corporations. It has 
not had to execute operations offering 
no hope of financial return which would 
justify the above mentioned financial 
adjustment, but it is appropriate to 
mention that it has expended its 
principal effort in the exploration of 
Québec’s sedimentary basins which 
are less prospective than areas with 
established production and a more 
favourable geology. 


In seven years, SOQUIP has invested 31 
million dollars in exploration of which 
21 million in Québec (68%), 6 million in 
the Maritimes provinces (19%) and 4 
million in Western Canada (13%). Its 
exploration efforts in Québec and 

the adjoining regions of the Maritimes 
have been essentially motivated by the 
Québec public interest. In the East, 
SOQUIP has explored over 45 million 
acres by carrying out at its own 
expense, 9300 miles of seismic and 
130,000 feet of drilling at a cumulative 
cost of 27 million dollars. 


Having joint ventured with almost all of 
the companies which have explored 
Québec and the Gulf of St. Lawrence in 
the past ten years, SOQUIP has had 
access to 1800 miles of seismic and to 
148,000 feet of drilling data. This 
accumulation of data reinterpreted by 
SOQUIP’s staff has provided an 

overall inventory of these regions’ 
potential. 


This inventory guides SOQUIP’s future 
efforts towards the St. Lawrence Low- 
lands where at this date it has 
delineated a dozen drillable pros- 
pects, towards the eastern part of the 
Gaspé peninsula where another 

dozen prospects appear attractive and 
towards the Magdalen Islands region of 
the Gulf of St. Lawrence where several 
prospects associated with salt domes 
are presently drillable or need further 
detailed delineation before drilling. 


SOQUIP’s first concrete results in 
Québec was the discovery of a 
carbonate thrust sheet with proven 
reserves of 10 billion cubic feet of 
natural gas at St-Flavien near Québec 
City. SOQUIP has also found serious 
indications of the presence of a 
considerably larger volume of natural 
gas in fractured shales occurring over 
a wide area east and west of Villeroy, 
also near Québec City. In spite of these 
encouragements, SOQUIP’s invest- 
ments in Québec and in the Maritimes 
have not yet produced revenues. 


On the other hand, SOQUIP’s 4 million 
dollar investment in the producing 
Western Canadian basins has yielded 
16 billion cubic feet of proven 

reserves and 26 billion cubic feet of 
probable reserves to be developed. 
The ownership of these reserves which 
will be pipelined to Québec, modestly 
contributes to Québec’s security of 
supply and their sale creates growing 
revenues which any company needs 
to survive. 


The balance to be achieved in the 
coming years between the revenue 
producing and the public interest 
activities of SOQUIP will determine the 
future health and growth of the hybrid 
organization which “La Société 
Québécoise d’Initiatives Pétroliéres” 
is. 

The goal of avoiding the major 
perturbations that a world shortage of 
crude oil could inflict on our economy 
concerns industry, governments and 
the consumers. As a Crown Corpora- 
tion at the interface of industry and 
Government, SOQUIP feels that this 
goal can be achieved by aclose 
cooperation between all companies 
and organizations which directly or 
indirectly contribute to the satisfaction of 
the energy needs of consumers 
provided that the latter soon realize the 
scope of the problem and accept a 
self-discipline to curb wasteful use of 
energy. 


On behalf of the Board, 


Via 


Bernard Cloutier, 
Chairman of the Board and 
Chief Executive Officer. 
Ste-Foy, March 31, 1977. 
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At the end of the 1976-77 fiscal year, 
SOQUIP had 75 permanent em- 
ployees, an increase of 8 employees 
from the preceding year. 


This increase in personnel was mainly 
due to the creation of the Industrial 
and Commercial Division. 


SOQUIP’s net land holdings at the 
end of the fiscal year are 38,013,074 
acres which are divided as follows: 
36,095,122 acres in Québec, 1,872,397 
acres in the Maritime Provinces, and 
45,555 acres in Western Canada. 
Together with its partners, SOQUIP 
holds exploration and/or production 
rights on a total of 55,871,595 acres 
under provincial or federal permits or 
freehold leases. The actual surface 

is 50,682,446 acres once the over- 
lapping of certain federal rights are 
subtracted. 


During 1976-77, 2 team-weeks were 
spent on field surveys in the Gaspé 
Peninsula and St. Lawrence Lowlands 
areas compared with 11 team-weeks 
for the previous fiscal year. 
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This year, a total of 310 miles of land 
seismic Surveys were carried out in the 
St. Lawrence Lowlands (220 miles) 
and in the Gaspé Peninsula (90 miles) 
compared with 70 miles during the 
previous fiscal year. SOQUIP’s net 
acquisition totalizes 302 miles. 


During 1976-77, 750 miles of land 
seismic were interpreted. In the 

St. Lawrence Lowlands, SOQUIP 
interpreted a dozen of prospects within 
the Québec City area and 3 other 
prospects in the St-Hyacinthe area. 
In the eastern part of the Gaspé Penin- 
sula this interpretation has proven 
the presence of 3 areas of interest. 


SOQUIP did not carry out any seismic 
operations as operator during this past 
fiscal year, but 3 400 miles of offshore 
seismic surveys of the Labrador Sea 
were acquired through a farmout 
agreement signed with the Aquitaine 
Company of Canada Ltd. 


SOQUIP’s participation in this seismic 
program was 2.5 percent which 
represents 85 net miles. 
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The interpretation of 6 450 miles 

of marine seismic includes the study 
of 10 structures in the southern part of 
the Gulf of St. Lawrence (1 000 miles) 
of which 3 were located in the 
Magdelen Islands (1 000 miles). Within 
this interpretation a study was also 
made of a prospect in the southern 
part of Nova Scotia (250 miles), of 

2 prospects in the Sydney Basin near 
Cape Breton Island (1 500 miles) 
and of 3 prospects in the Frobisher 
region - Labrador Sea (2 000 miles). 


° e © Furthermore, SOQUIP interpreted 
Marine seismic 2 prospects in the Beaufort Sea 


interpretation 1970-71 1971-72 «1972-73 «1973-74 1974-75 1975-76 1976-77 (600 miles). 
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SOQUIP, as operator spent 33 weeks 
of well site supervision in the drilling 
of various wells in the St. Lawrence 
Lowlands and in the drilling of the 
Gastonguay well in Gaspesia. Four 


weeks were also spent in the supervi- 
Well sion of the Shell et al. North Sydney 
supervision 1970-71 1971-72 1972-73. 1973-74 1974-75 1975-76 1976-77 ~(G-24 well. 


NUMBER OF | NEV SEEEn 
FEET DRILLED: =S@OQuUIr 
(with partners) (SOQUIP’s 


share) 
Québec 
SOQUIP et al. Gastonguay No. 1 6217 4 756 
SOQUIP etal. St-Flavien No. 4 if Stee) ose 
SOQUIP etal. St-Flavien No. 5 be? 1G 5 210 
SOQUIP et al. St-Hugues No. 1 9 963 9 963 
SOQUIP etal. Ste-Héléne No. 1 *10,066 10,066 
TOTAL: 38,789 STece 
Alberta 
Imperial et al. Muskiki 4-17-44-20W5 10126 Sac 
H.B. Home etal. Blackstone 14-33-42-17W5 wy ih ia 24 96 
Canhunter et al. Sherman Meadows’ 6- 3-62-12W6 12,367 Ded 
Canhunter et al. Todd 11- 4-10- 2W5 +75 O06 30 
GIVL et al. Clive 8-20-40-24W4 5 450 1363 
GIVL etal. Clive 10-13-40-25W4 5530 1 843 
Burns GIVL Galahad 11-34-40-15W4 3 640 607 
Andex et al. Carbon 7-17-29-23W4 5 300 883 
Andex et al. Swalwell 11- 8-29-23W4 5ts4 5 219 
oats Camel et al. Killam 10-30-44-10W4 25/0 840 
Drilling Cosi etal. Killam 10-26-44-11W4 9 835 945 
_During the year just ended, TOTAL: 65,591 7 391 
SOQUIP drilled 45,279 net feet 
of which 37,328 feet in Québec. Nova Scotia (Offshore) 
This total represents SOQUIP’s — Shell et al. North Sydney G-24 5 600 560 
participation in 17 drillings of GRAND. TOTAL: 109,980 45,279 


a gross total depth of 109,980 
feet, of which 38,789 feet in * Wells now being drilled (Depth as at March 31, 1977). 
Québec. SOQUIP was operator ** Feet drilled during the 1976-77 financial year in wells soudded during the 1975-76 
in 5 of these drillings. financial year. 
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80,C 00 SOQUIP and its partners drilled a 
| total of 38,789 feet in Québec during 
70,000 1976-77, compared with 18,311 feet in 
| the preceding year, which is an in- 
| crease of 112 percent. This total 
2008 includes 37,328 feet which SOQUIP 
dritled for its own account compared 
aeaus with 17,794 feet in 1975-76 being 
an increase of 113 percent. 
prea SOQUIP also participated in the drilling 


of 71,141 feet in Alberta and Nova 
Scotia, a gain of 14 percent over 
1975-76’s 62,429 feet. SOQUIP’s net 
participation was 7 951 feet against 
18,566 feet, a decrease of 57 percent 
from the previous year’s total. 


SOQUIP’s total net drilling operations 
represented 45,279 net feet of a gross 
total of 109,980 feet which is an 
Pascoe a HW} increase of 25 percent and 29 percent 
Drilling 1970-71 1971-72 1972-73 1973-74 1974-75 1975-76 1976-77 respectively over the past year. 
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cross aa 


nev During the fiscal year, SOQUIP pursued 


the development of its gas properties 
in Alberta in partnership with other 
petroleum companies. Gross annual 
production reached 2.4 billion cubic 
feet, of which 649 million cubic feet 
were SOQUIP’s net share. 


In the Province of Québec, the pro- 
duction potential of the SOQUIP et al. 
St-Flavien No. 1 and No. 3 wells is 
still estimated at 5 million cubic feet per 
day. This gas could be marketable 
provided a pipeline is built to cover the 
1975-76 197677 (Québec Metropolitan area. 


e 
Production 1970-71 =-1971-72, 1972-73 = 1973-74 =—-1974-75 


In September 1976, SOQUIP created the Industrial and. Commercial Division with the 
Industrial object of marketing its St-Flavien natural gas reserves. 
° This year, the Industrial and Commercial Division has carried out a technical and 
and commercial economic study on a pipeline to Québec City and on trucking compressed natural gas 
division to local markets. 
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Regional 
Summary 


1) Gulf of St. Lawrence and Maritimes 


1.1) LAND HOLDINGS 


SOQUIP’s gross land holdings: 42,187,594 
acres (within Québec) 37,139,275 acres. 


SOQUIP’s net land holdings: 33,787,826 
acres (within Québec) 32,474,556 acres. 


1.1.1) Gulf of St. Lawrence 
St. Lawrence Estuary Project 


SOQUIP holds 28,197,210 acres of 
Quebec exploration licences of which 
215,425 acres are also covered by federal 
permits. During this financial year SOQUIP 
surrendered 902,670 acres of federal 
permits in this area. 


Central Gulf of St. Lawrence Project 


SOQUIP and Amoco Canada Petroleum 
Company Ltd., equally hold 4,789,739 acres 
in this area of which 172,232 acres are 
held under federal and provincial rights. 


Magdelen Islands Project 


SOQUIP and the Société Acadienne de 
Recherches Pétroliéres Ltée (SAREP) jointly 
hold the rights on 3,300,000 acres of 
provincial permits Surrounding the Magdelen 
Islands. 


Anticosti Island Project 


SOQUIP, Scurry-Rainbow Oil Limited and 
PanCanadian Petroleum Limited still hold 
852,326 acres in the eastern point of 

the Anticosti Island. During this financial 
year rights Covering 533,576 acres of 
federal permits were surrendered. 


1.1.2) Maritimes 
Prince Edward Island Project 


During this financial year 4,861,606 acres 
under federal rights were surrendered, 
Changing the land holdings in this area. These 
rights are held by SOQUIP, Hudson’s Bay 
Oil & Gas Co. Ltd. and Petrofina Canada Ltd., 
each of these companies having a partici- 
pation of 28.5714% and Getty Oil (Maritime) 
Ltd. holding the remaining 14.2858%. Land 
holdings are divided as follows: 


Prince Edward Island permits: 2,463,179 
acres 

Nova Scotia permits: 1,580,210 acres 
Federal permits: 3,540,461 acres 


Sydney Basin Project 


During this financial year SOQUIP increased 
its participation in the offshore of Sydney 
Basin. SOQUIP participated in a farmout 
agreement by which Shell Canada Ltd. 
Petro-Canada Exploration Inc. undertook 
to drill a well. The rights are now held as 
follows: 


BLOCK A) 


Federal permits: 307,241 acres 

Provincial permits: 322,560 acres 

Shell Canada Ltd.: 18.375% 
Petro-Canada Exploration Inc.: 18.375% 
Murphy Oil Company Ltd.: 12% 

Francana Oil & Gas Ltd.: 11.5% 

LOSE. Canada, idm iicags 

Husky Oil Operations Ltd.: 11.5% 
SOQUIP: 10% 

CN G Development Company Ltd.: 6.25% 


BLOCK B) 


Federal permits: 393,229 acres 

Provincial permits: 414,720 acres 

Murphy Oil Company Ltd.: 25% 

L.L. & E. Canada, Ltd.: 23% 

Husky Oil Operations Ltd.: 23% 

Francana Oil & Gas Ltd.: 11.5% 

CN G Development Company Litd.: 12.5% 
SOQUIP: 5% 


Minas and Antigonish Project 


SOQUIP and Aquitaine Company of Canada 
Ltd. equally hold permit No. 450 covering 
60,290 acres. They also hold a 40% working 
interest in 126,720 acres in the Minas 
Basin and a 30% working interest in 80,640 
acres in the Antigonish Basin. The remaining 
interest in these Basins is held by Shawnee 
Petroleums Limited. 


1.2) EXPLORATION 
1.2.1) Gulf of St. Lawrence 
Magdelen Islands Project 


The results of the wells drilled on Prince 
Edward Island during this financial year led 
to a reevaluation of the regional seismic 
and of the reservoir potential of the Pennsyl- 
vanian sandstones associated with the salt 
domes around the Magdelen Islands. 
These reevaluations revealed several in- 
teresting prospects some of which are 
located on the Islands. 


1.2.2) Maritimes 
Sydney Basin Project 


SOQUIP participated with Shell Canada Ltd. 
and Petro-Canada Exploration Inc. in the 
drilling of the Shell et al. North Sydney 
G-24 well located 3 miles west of the I-05 
well. Despite some interesting indications, 
the tests were negative and the well 
abandoned at 5 600 feet. 


2) Gaspe Peninsula 


2.1) LAND HOLDINGS 


SOQUIP’s gross land holdings: 1,148,700 
acres 
SOQUIP’s net land holdings: 998,535 acres 


In the eastern part of the Peninsula, our 
land holdings’ were increased from 557,200 
acres to 599,200 acres. 


SOQUIP and Golden Eagle Canada Limited 
own the rights on the 319,500 acres of 
permits covering the Fauvel - Murdochville 
block. Permits 448 to 453 which covered 
326,350 acres were surrendered this year. 


West of this block, south of Rimouski, 
SOQUIP owns the rights on 230,000 acres. 


2.2) EXPLORATION 


SOQUIP shot 90 miles of seismic reflection, 
thereby completing its regional reconnais- 
sance program preceding the drilling 
phase of exploration. 


In the Murdochville atea, the SOQUIP 
Aigle d’Or et al. Gastonguay well was drilled 
to a depth of 6 217 feet on the permits 
farmed out by Gulf Oil Canada Limited in 
view of the fact that the well was proven dry, 
the expected reservoirs not being developed 
in this area of the basin, the well was 
abandoned. 


3) St. Lawrence Lowlands 


3.1) LAND HOLDINGS 


SOQUIP’s gross land holdings: 2,709,218 
acres 

SOQUIP’s net land holdings: 2,621,831 
acres 


Our land holdings’ in this region were 
slightly modified during this financial year. 
SOQUIP holds 33 exploration permits 
issued by the Provincial Government and 
3 977 freehold leases. This acreage is divided 
as follows: 


e 2,472,888 acres on the St. Lawrence 
south shore and in the Trois-Riviéres area of 
which 2,333,158 acres are subject to a 
royalty payable to Shell Canada Ltd. 


e 80,930 acres in the surrounding lle 
d’Orleans held by SOQUIP (35%), Sisque 
Company Ltd. (35%) and PanCanadian 
Petroleum Limited (80%). 


e 77,020 acres of permits in the northern 
part of Québec City, SOQUIP having a 
participation of 92% and PanCanadian 
Petroleum Limited holding 8%. 


¢ 46,000 acres of permits covering lle 
d’Orléans held by SOQUIP and PanCana- 
dian Petroleum Limited in proportions of 
70% and 30% respectively. 


e 32,290 acres of permits in the Québec 
City area held by SOQUIP and Sisque 
Company Ltd. 


3.2) EXPLORATION 


Golden Eagle Canada Limited and SOQUIP 
carried out a 15 miles seismic program 
on permits No. 514 and 562 in the Assomp- 
tion area. The results being negative, the 
permits were abandoned. 


SOQUIP undertook a survey of 205 miles of 
seismic between St-Hyacinthe and St- 
Flavien in order to determine the structural 
anomalies of the internal zone, similar to 
those of St-Flavien. 


This seismic survey was followed by the 
drilling of two 10,000 feet wells in the St-Simon 
area where Shell found gas shows in 1968. 
The wells are abandoned as non-com- 
mercial, in spite of numerous gas shows. 


During the 1976-77 financial period, de- 
velopment of the St-Flavien overthrust 
structure was pursued by drilling the SOQUIP 
et al. St-Flavien No. 4 and No. 5 wells. The 
number 4 well, of 7 333 feet total depth en- 
countered reservoirs similar to those observed 
in the number 1 and number 3 wells, but 
these reservoirs were plugged by pyro- 
bitumen. The number 5 well drilled at the 
northern edge of the field missed the 
carbonates and was abandoned at 5 210 feet. 


In the metropolitan Québec area, SOQUIP 
identified about ten objectives which shall 
be eventually drilled to depths varying 
between 1 500 feet to 10,000 feet. 
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4.1) LAND HOLDINGS 


SOQUIP’s gross land holdings: 187,479 


acres 
SOQUIP’s net land holdings: 28,425 acres 


In the Twin Peaks area, Calso Partners, 
who had a 50% participation sold all its rights 
to a group of investors incorporated under 
the name of « 95319 Oil & Gas Lid. ». 
Following this transaction, SOQUIP became 
operator of the project. 


Under the terms of an agreement between 
Camel Resources Ltd., Adohr Oil and Gas 
Limited, Mr. G.R. Hugo, Mr. R.A.N. Bonny- 
castle and The Profpet Investors, 8 480 
acres of land were acquired and explored 
for the shallow Viking Formation. 


SOQUIP maintained its 3313% share of the 
Gas Initiatives Joint Venture with Algas 
Mineral Enterprises Ltd. and Many Islands 
Pipe Lines Limited which holds 47,145 net 
acres in Alberta. 


Following an agreement contracted earlier 
this year with Mesa Petroleum (N.A.) Co., 
SOQUIP acquired 2 exploration licences 
in the northeastern and central parts of 
Alberta. 


4.2) EXPLORATION 


SOQUIP participated with Camel Resources 
Ltd. group in the drilling and completion 
of two producing wells (2 520 and 2 835 feet) 
in the Killam area of eastern Alberta. 


SOQUIP participated with the Gas Initiatives 
Joint Venture group in drilling four wells 
in the Foothills area: Imperial et al. Muskiki 
well (spudded during the 1975-76 financial 
year, 10,126 feet drilled during 1976-77 
- abandoned), H.B. Home et al. Blackstone 
well (11,522 feet - drilling), Cahunter et 
al. Sherman Meadows (12,367 feet - sus- 
pended), and Cahunter et al. Todd well 
(spudded during the 1975-76 financial year, 
906 feet drilled during 1976-77 - abandoned). 


In the plains area, SOQUIP participated in 
drilling five wells: G.I.V. et al. Clive wells 
(2 wells of 5 420 and 5 530 feet - completed 
as gas wells), Burns G.I.V. Galahad 

(3 640 feet - abandoned), Andex et al. 
Carbon well (5 300 feet - completed as an 
oil and gas well) and Andex et al. Swalwell 
(5 345 feet - completed as a gas well). 
SOQUIP’s net participation in these wells is 
7 391 feet; somewhat more than 10% of 
the total 65,591 gross feet in the 11 wells. 


4.3) PRODUCTION 


During the 1976-77 financial year the wells in 
the Twin Peaks area, operated by SOQUIP 
for the account of SOQUIP — 95319 Oil & 
Gas Ltd., produced a total of 1.3 billion 
cubic feet of natural gas. Under the terms of 
an agreement with SIDBEC, SOQUIP 

sold 1.1 billion cubic feet to Pan-Alberta 
Gas Ltd., SIDBEC’s agent in Alberta. 
SOQUIP’s share in this sale was 505 
million cubic feet before Crown royalties. 


During the same period, the Gas Initiatives 
Joint Venture’s Bantry Wells produced a total 
of 1.1 billion cubic feet of which SOQUIP’s 
share before Crown royalties was 144 million 
Cubic feet. 


5) Yukon - Northwest Territories 


5.1) LAND HOLDINGS 


SOQUIP’s gross land holdings: 17,242 
acres 
SOQUIP’s net land holdings: 1 724 acres 


Having fulfilled its contractual obligations, 

SOQUIP earned a 10% working interest 

in Block « A » of a farmin agreement with Pan 
Canadian Petroleum Limited in the La Biche 
area on the Yukon - Northwest Territories 
border. 


SOQUIP and Fort Norman Explorations Inc., 
did not exercice the options they had and 
no further exploration was made in this area. 


6) Labrador Sea 


6.1) LAND HOLDINGS 


SOQUIP signed an agreement with Aquitaine 
Company of Canada Ltd., Gulf Oil Canada 
Limited, Pacific Petroleums Ltd. and Petro- 
Canada Exploration Inc. whereby SOQUIP 
could earn a 2.5% working interest in two 
blocks of lands totaling 3,600,000 acres in 
the Labrador Sea, by participating in a 
seismic exploration program. 


6.2) EXPLORATION 


The interpretation of the marine seismic and 
magnetism work carried out in the Labrador 
Sea is encouraging. The work shall 

continue in 1977-78 to determine drill sites. 


7) Other Sector - Ivory Coast 


Pursuant to an agreement between SOQUIP 
and the Société Nationale d’Opérations 
Pétroliéres de la Cdte d’lvoire (PETROCI), 
SOQUIP undertook an evaluation of the 
seismic data of the western part of the marine 
basin of the Ivory Coast. 


Balance sheet Pee 
as at March 31 


1977 


SOQUIP 
Société Québécoise 
d'Initiatives Pétroliéres 


SHORT TERM 


Cash and short term deposits 

Accounts receivable 

Oilfield supplies 

Subscribed share capital receivable (note 2) 


SUBSCRIBED SHARE CAPITAL RECEIVABLE (note 2) 


FIXED ASSETS (note 3) 
Petroleum and natural gas properties 
Others 


Signed on behalf of the board 


ee Be ac bevel 


president secretary 


1977 


$ 


1,174,893 
290,002 
703,576 


7,500,000 


9,678,421 


34,935,469 
501,816 


35,437,285 


82,615,706 


1976 


$ 


2,831,010 
228,421 
439,321 

7,500,000 


10,998,752 


26,186,645 
425,125 


26,611,008 


82,610,522 


Liabilities 


SHORT TERM 


Accounts payable and accrued charges 
Current on long term loan (notes 4 and 5) 


LONG TERM 


Prepayment on production (note 4) 
Non recourse bank loan (note 5) 


SHAREHOLDER EQUITY 


CAPITAL STOCK (note 2) 


Authorized — 2,000,000 shares, par value $50 


Subscribed — 1,600,000 shares 


The accompanying notes are an integral part 
of the financial statements. 


Auditor's report 


| have examined the balance sheet of Société 
Québécoise d’Initiatives Pétroliéres - 
SOQUIP as at March 31, 1977 and the 
statement of changes in financial position 
for the year then ended. | have obtained all 
the information and explanations | have 
required. My examination was made in 
accordance with generally accepted auditing 
standards, and accordingly included such 
tests and other procedures as | considered 
necessary in the circumstances. 


As disclosed in the accounting policies 
described in note 1, the Company is in the 
exploration stage since its foundation. It 
capitalizes to oil and gas properties the 
expenses related to petroleum exploration 
and its other expenses and deducts 
therefrom its sundry income. To date the 
company is deemed to have realized no 
profit and to have sustained no loss; 
accordingly, no statement of profit and loss 
is presented. 


1977 1976 
$ $ 

SAO cats, JIG SA IZ 
266,850 79;200 
1,237,608 Joe 
10015298 1,158,610 
376,800 456,000 
1,378,098 1,614,610 
80,000,000 80,000,000 


82,615,706 


In my opinion, subject to such adjustments 
as would result from failure to recover 

in the future the amount of $34,935,469 at 
which the properties are carried in the 
balance sheet, these financial statements 
present fairly the financial position of the 
Company as at March 31, 1977 and 

the results of its operations and the changes 
in its financial position for the year then 
ended, in accordance with generally 
accepted accounting principles applied on 
a basis consistent with that of the preceding 
year. 


Gérard Larose, C.A., 
Auditor-General. 


Québec, July 29, 1977. 


82,610,522 
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Statement 
of changes 
in financial 

position 


for the fiscal year 
ended March 31 


SOQUIP 


Société Québécoise 
d’Initiatives Pétroliéres 


Notes 
to financial 


statements 
as at March 31, 1977 


SOQUIP 
Société Québécoise 
d'Initiatives Pétroliéres 


Source of funds 
Capital Stock 
Long term liability 
Proceeds on sale of fixed assets 


Use of funds 
Petroleum and natural gas properties 


General and administrative expenses — net 
Less: expenses requiring no cash outlay depreciation 


and loss on sale of fixed assets 


Exploration expenses 


Total 
Acquisition of other fixed assets 
Long term debt reimbursement 


Increase (decrease) of working capital 
Working capital at beginning of fiscal year 


Working capital at end of fiscal year 


The accompanying notes are an integral 
part of the financial statements. 


1. ACCOUNTING POLICY 
Petroleum and natural gas properties 


The activities of SOQUIP are in the 
exploration phase and all expenses less 
other revenues are capitalized; the company 
is considered to have made neither a profit 
nor or loss; consequently, no statement of 
profit and loss is presented. 


Other fixed assets 


Depreciation of other fixed assets is 
based on the declining balance method at 
generally recognized rates. 


1977 1976 
$ $ 

7,500,000 12,500,000 
30,338 1,717,805 
3,025 5,382 
7,533,363 14,223,187 
1,217,240 10295205 
98:520 83,979 
118720 945,226 
7,531,584 10,061,552 
8,650,304 11,006,778 
178,236 218,585 
266,850 1033195 
9,095,390 11,328,558 
(1,962,027) 2,894,629 
10,002,840 (A082 


8,440,813 


10,002,840 


2. CAPITAL STOCK 


During the financial year, the company 
received $7,500,000 in payment of 150,000 
shares bringing its capital stock subscribed 
to $35,000,00 at March 31, 1977. The 
company will receive $7,500,000 annually 
for the next six financial years in settlement 
of his subscribed capital stock not 

fully paid as of March 31, 1977. 


The law also authorizes the Minister 

of Finance to pay the company, in one or 
more installments before March 31, 1983 
and according to its activities and the 
authorization of Lieutenant-Governor-in- 
Council the non-subscribed capital 

stock of $20,000,000 (400,000 shares). 


3. FIXED ASSETS 


a. Petroleum and natural gas properties 
Cost of oil and gas properties comprises: 


Current projects 
Property acquisition 
Geological operations 
Geophysical operations 
Drilling operations 


Funds reserved for exploration 


Abandoned projects 
Property acquisition 
Geological operations 
Geophysical operations 
Drilling operations 


General and administrative 
expenses less miscellaneous 
income 
General and administrative 

expenses 


Less: 
Net financial income 
Net revenues of natural 
gas sales 
Miscellaneous income 


b. Other fixed assets 


Cost 
Accumulated depreciation 


Balance 
at March 31, 


1976 


$ 


3,322,457 
865,935 
4,186,576 


14,002,812 


22,377,780 
491,994 


22,869,774 


694,510 


171,943 
148,649 


1015; 102 


26,186,645 


4. PREPAYMENT ON PRODUCTION 


The advances bear no interest and are 
payable only by revenues from gas 
production resulting from investments 


financed by these advances. 


5. NON RECOURSE BANK LOAN 


This non recourse bank loan, garanteed by 
certain oil and natural gas properties, is 
payable only by the revenues from the gas 
production of these properties and in no 
way involves the company’s corporate 


credit. 


Net 
addition 


$ 


I;o90s2N0 

120,185 
1,213,487 
5,290,691 


8,023,578 


(491,994) 
7,531,584 


1,838,519 


170,343 
339,881 
111,055 
621209 


8,748,824 


Transferred to Balance 
abandoned __ at March 31, 
projects 1977 

$ $ 
41,807 4,679,865 
47,756 938,364 
197,444 5,202,619 
22,/64 19,270,739 
30977 30,091,587 
___ 309,771 30,091,587 
A807 86,017 
AY 156 T2i2l2 
197,444 527,200 
22,164 25,856 
309,771 711,285 
_9, 768,978 
864,853 
511,824 
259,704 
_1,636,381 
4,132,597 
o 34,935,469 

1977 1976 

$ $ 
779,876 628,588 
278,060 203,463 


501,816 


425,125 
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